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Executive Summary
The Alberta economy continues to struggle along the long and
bumpy road to recovery. Labour market conditions deteriorated
in the last two months of 2020, even before the most recent
shutdown took place, and Alberta is falling behind other
provinces. Our job recovery is lagging Canada overall,
unemployment remains high, and Albertans are more likely than
other Canadians to be experiencing prolonged stretches of
joblessness.
Additionally, there are some other concerning signs for the
province’s economic recovery: an uptick in bankruptcies;
weakness in new manufacturing orders and capital investment;
and a steep decline in immigration, which has been an economic
growth driver across Canada. Many of these impacts may be
magnified by restrictions in response to high COVID cases
implemented in December.
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The silver lining is that Albertans remain resilient and are showing
confidence in their future outlook. Consumer spending remains
strong, more businesses are opening than are closing, and our
latest Business Expectations Survey shows an improved outlook
for business investment.
Economic recovery will not be easy but is within reach through
speedy vaccination, continued support for businesses and
individuals, and renewed investment in lost physical and human
capital. The good news is vaccine rollouts have already begun
and, while we have concerns that Canada may lag the U.S. and
other countries in achieving herd immunity, the province and the
country as a whole are taking action to accelerate vaccine
availability for the general public. This will allow Alberta to begin
the long process of rebuilding the economy, restoring capital
investment, and getting people back to work.
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Highlights
1
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Over half of those
unemployed in Alberta
have been out of work
for 3 months or more,
the largest share of all
provinces.
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Though retail spending in
Alberta was strong
through October, a dip in
new manufacturing
orders and an uptick in
bankruptcies raise red
flags for recovery.

Global economic
forecasts for 2021
move in tandem with
virus management and
vaccination. But limiting
lasting impacts may
require increased
investment in human
and physical capital to
offset losses in 2020.
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Building Better

Work in Alberta

Building better is about work opportunities—those available,
emerging, or lost. Access to work is a signal of financial and
personal opportunity for individual Albertans, a sign of
business health, and a gauge of current economic activity in
the province.
Most unemployed have been out of work several months
Not only are fewer people back to work in Alberta than
other provinces, most of the unemployed have been out of
work for three months or more, and 12% have been jobless
for at least a year. While Alberta has the 4th highest shortterm unemployment rate, it has the 2nd highest rate of
medium- and long-term unemployment. This indicates two
issues in Alberta: a weak economy predating COVID as well
as a harder impact from the pandemic.
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Building Better

Work in Alberta

Alberta falling behind
Alberta’s economic recovery was in line with the national
average until July when a split emerged. While there were
widespread gains at the national level since July, Alberta
saw sizable losses in accommodation and food services;
business support; agriculture; and information, culture,
and recreation. We expect to see further job losses in high
contact industries due to the second wave of the virus and
related restrictions which were put in place just after the
December Labour Force Survey.
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Making a Life
People in Alberta

Making a life is about Alberta being an attractive and
affordable place to call home. Low living costs, debt, and
poverty, combined with economic opportunity, are signs of
shared prosperity—which will encourage young adults to stay
in the province and prospective Albertans to move here.
Albertans are paying more to drive
Though COVID has decreased travel, the cost to drive has
increased 4% since last year. Albertans are paying more to
drive than other Canadians due to higher insurance
premiums (+15%) and higher registration fees (+11%),
along with gas prices which have remained stable (versus
declines in other provinces). This gas price effect may in
part be the result of the federal carbon pricing backstop
kicking in January 1, 2020.
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Making a Life
People in Alberta

Alberta consumers still spending in retail
Through October, consumers continued spending in retail
establishments (retail spending +6% in Oct versus last year).
Growth in sales by store type reflects changes in consumer
preferences as Albertans spent more money in home
stores and less on gasoline. Overall consumer spending
(which also includes things like airline tickets, utility and
phone bills, etc.) is down 5% as of Q3 suggesting the bigger
cuts to consumer budgets have been in areas beyond retail.
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Making a Life
People in Alberta

Immigration halted
Canada—along with Alberta—has long had a steady
stream of newcomers. However, COVID has not just
halted travel but also immigration with quarantine
requirements and longer processing times. Though
Alberta’s population increased the most of any province
in Q3, its population growth is down 70% compared to a
year earlier. Population growth has been a major driver
of economic activity in Alberta and across Canada.
Lower immigration levels could slow recovery.
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Creating Prosperity
Business in Alberta

The health of the business sector is central to economic
prosperity. Businesses create jobs, opportunities, and growth.
By so doing, they generate tax revenue that supports social
spending. When businesses do well, Albertans do well.
New manufacturing orders decline
In October, the value of new orders coming in dipped back
to about 90% of pre-pandemic levels. Sales data suggest a
decline in global travel—and the declining oil prices that
followed—may be to blame; transportation equipment and
petroleum refining are the biggest losses. Not surprisingly,
Alberta continues to be one of the hardest-hit provinces
with sales down 13% versus last year.
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Creating Prosperity
Business in Alberta

Bankruptcies raise possible red flag
One concerning trend is a recent uptick in
bankruptcies in Alberta, despite programs to support
liquidity. In November, there were 15 bankruptcies,
an increase of 50% versus this time last year.
Bankruptcies can be volatile from month to month,
so this could turn around. It does, however, deviate
from the trend in other provinces, so it is worth
watching in the coming months as it could dampen
the speed of recovery in Alberta.
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Creating Prosperity
Business in Alberta

Labour productivity the big unknown
Labour productivity drives income growth but how it
will be impacted by COVID is unclear. While the
World Bank found past pandemics led to a 9% loss in
productivity after three years, the Economist has
argued COVID could unleash growth by forcing
the learning and adoption of technologies. Overall,
productivity increased 0.32% from Q1 to Q3, 2020.
However, whether this reflects short-term changes
or long-term efficiencies is yet to be seen. Economywide productivity levels could be rising simply
because COVID shutdowns curtailed activity in lowproductivity industries.
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Thinking Globally
Economic Conditions

Alberta is not an island in the world. Our people and
businesses are affected by global factors over which they
have no direct control. Understanding and anticipating
international trends is key to being resilient and adaptable.
Forestry prices wane but energy improves
Elevated forestry prices—which have been a bright
spot for Alberta industry due to greater demand for
new builds and construction and limited supply in the
U.S. as the result of forest fires—have started to
decline, though they remain 24% above pre-pandemic
prices. Meanwhile, energy prices have continued to
recover, now just 11% below January; with the WTI
benchmark price topping $50 per barrel for the first
time since February.
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Thinking Globally
Economic Conditions

COVID increases global poverty
The second wave of COVID slowed the global
economic recovery; GDP growth for 2020
is now expected to come in at -4.3%. The World
Bank’s baseline forecast estimates 4% growth in
2021, which would put the size of the global
economy next year at about 5.3% below prepandemic levels. Forecasts remain highly uncertain,
moving in tandem with virus management and
vaccination. However, global poverty is expected to
increase for the first time in 20 years.
For forecast assumptions, see p. 39 of The 2021 Global Outlook.
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Thinking Globally
Economic Conditions

Vaccination not a competition but
we are losing
The U.S. will likely be vaccinating the general
public by Mar/Apr and expects to resume
normal activities by fall. Given the amount of
travel and tourism between the two, this is
good news for Canada. Meanwhile, Canada’s
plan seems to be slipping: Prime Minister
Trudeau expected the majority of Canadians
to be vaccinated as of September but AHS
recently revised plans to not begin
vaccinating the general public until October,
making herd immunity in Alberta unlikely
until the end of the year.
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Building Alberta's Future
The Next Generation

Economic prosperity isn’t just about what happens today—it’s
about planting the seeds for the future. When Albertans see new
opportunities, they will plan, invest, and take risks in creating a
better tomorrow for themselves and for their province.
Businesses show resiliency
The good news is since June more businesses have opened or
reopened each month than have closed. Overall, the number
of businesses operating was still down 8% from pre-pandemic
levels (equating to about 8,000 fewer businesses) as of
September. Given the extension of CEWS and provincial
support for small business, we hope to see continued
resiliency of business through winter. A speedy recovery will
hinge on business survival.

QUARTERLY ECONOMIC UPDATE JAN 2021

16

Building Alberta's
Future

The Next Generation

Hopeful signs for business investment
Economic policy uncertainty—the risk of unknown
government policies and regulations of the future
—is a key factor in business investment decisions.
In March, this indicator spiked and reached a peak
in May. But the good news is the most recent data
for November show a 34% drop versus the peak
of policy uncertainty in May and is more in line
with other months in recent history.
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Building Alberta's Future

The Next Generation

Key generators of growth still weak
Business investment recovered sharply
in Q3 after plunging by 16% in the
previous quarter. However, the rebound
has primarily come from new residential
builds while non-residential and
machinery and equipment remain down
15%. This is an important distinction
because the latter could improve longterm prosperity while the former will
not. One good sign is our recent Alberta
Business Expectations Survey shows
more businesses expect to increase
spending on machinery and equipment.
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About the Alberta Snapshot
The Alberta Snapshot is a quarterly executive
summary that helps you keep a pulse on what's going
on in Alberta, from economic activity to business
conditions to social well-being.
This report is produced by, and the property of, the
Business Council of Alberta. For more information,
email info@BusinessCouncilAB.com
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